We investigate how political, economic and institutional factors are related to a country"s decision to privatize state-owned banks. Using a panel of 38 OECD and MENA countries from 1988 to 2011, we find that political and institutional factors significantly affect the likelihood of bank privatization only in developing countries. Specifically, in MENA countries, bank privatization is more likely the more accountable the government is to its people. In contrast, none of our political variables affects the bank privatization decision in OECD countries except the ideological orientation of government. Economic factors (such as the quality of the nation"s banking sector) are significant determinants of bank privatization in both MENA and OECD nations.
Introduction
The state considers the banking system as a vital sector that plays an important role in the functioning of the economy. Public banks often provide to government policy tools and important instruments for implement its programs. Therefore, the privatization of the banking sector is often seen as a sensitive issue.
From the 1980s, privatization has inspired a vast empirical literature and became a field search implemented. Several previous studies suggest that privatization increases government revenues, contribute to development of the capital market and generally improves the efficiency of the bank because the problems of corporate governance may be more severe for public companies. To our knowledge, few studies have examined the factors that influence privatization decisions and have focused on the determinants of this phenomenon However, the government's decision to sell the state-owned banks requires not only the financial considerations but also the costs and benefits policies. The benefits of privatization are the improvement of state revenues, the development of financial markets and efficiency gains. While, the costs of privatization are more nuanced, they include loss of the ability of the government to use the bank for political reasons, layoffs of surplus workers and the loss of private benefits to politicians. they found that political factors significantly affect the likelihood of bank privatization only in developing countries. Specifically, in non-OECD countries, bank privatization is more likely the more accountable the government is to its people. In contrast, none of their political variables affects the bank privatization decision in developed countries. Economic factors (such as the quality of the nation"s banking sector) are significant determinants of bank privatization in both OECD and non-OECD nations. Bortolotti et al. (2001) through their analysis of the privatization process in 49 countries during the period 1977-1996, they showed that the privatization decision and the choice of the method of privatization seem beings influenced by the political majority in power and fiscal constraints in the public sector, while the success of privatization in terms of turnover requires appropriate legal institutions and developed capital markets. Clarke and Cull (2002) examined the political economy of bank privatization in Argentina in the wake of institutional changes related to the implementation of the convertibility plan and the tequila crisis. Their empirical results strongly support the hypothesis that political incentives affect the likelihood of privatization. They found that poorly performing banks were more likely to be privatized, while the big banks were less likely to be privatized. They also found that high levels of unemployment and large proportions of public sector employees reduce the likelihood of privatization.
On the other hand, Bortolotti and Pinotti (2003) used a panel of 21 countries, they found that political and legal factors significantly affect the decision of public bank privatization. Also, they conclude that the likelihood of bank privatization is significantly associated with the characteristics of a country's political system. Bortolotti, Fantini and Siniscalco (2003) used a panel of 34 developing and developed countries from 1977 to 1999, they affirmed that privatization policies are an important source for governments who consider them very often as a strategic sector to finance its budget deficits. Also, they found that governments use the privatizations to promote the development of their financial markets. Finally, they showed that privatization requires the appropriate legal and political institutions.
With the aim of measure the effect of political and economic factors on the likelihood of privatization, Clarke and Cull (2005) studied the role and the quality of the domestic banking sector, the fiscal and the trade unions on the decisions of bank privatization in Argentina. They found that most decisions of bank privatization in Argentina. They found that most privatization decisions are affected by political considerations. It therefore seems that political factors are important determinants of privatization of public banks in Argentina.
Recently, Mary Simon (2009) points out that "the British budget deficit inflated by bank rescue plans and stimulus measures adopted in response to the crisis is expected to reach 175 billion pounds in 2010, approximately 12.4% of GDP, according to government projections. To reduce some of the public deficit of the United Kingdom, the government wants to sell a series of assets between 2011 and 2014 with a total of € 17 billion. In conclusion, the institutional factors on the one hand, the development of capital market, budget deficits and banking crises as economic factors on the other hand are important determinants that affect the likelihood of bank privatization.
Econometric Methodology
Our main objective is to present the methodology us to study the determinants of a country"s decision to privatize a state-owned banks and the timing of this decision. We also ask how these determinants differ between developing (MENA) and developed (OECD) countries.
First, we present an univariate comparison of the country characteristics during the year of the bank privatization. Then we will use a logistic regression model to evaluate the marginal effects of each variable on the probability of a bank privatization. Then, we estimate a duration model with time-varying covariates. This allows us to examine the time it takes a country to privatize a public bank after its first decision to privatize any enterprise. Finally, we will examine the factors influencing the decision of the state-owned banks in each country of our sample.
The unconditional analysis is interesting because it gives us a whole view of potential determinants. It also allows us to identify the equilibrium changes associated with the decision to privatize a bank. However, without a multivariate analysis, we cannot disentangle the relative influence of each variable. To this end, we model the annual probability that a country privatizes a bank. By construction, the logistic analysis is not able to explicitly incorporate the dimension of time. The decision of country to privatize a bank is likely to change over time, such as changing of economic, financial, political and institutional conditions. We model this time dependence using duration models. We will measure the time between the first-ever privatization of a country and its first operation to privatize a state-owned banks. Thereafter, we will examine the factors that determine the duration of this www.ccsenet.org/ibr International Business Research Vol. 8, No. 4; period. Finally, since the first bank privatization of a country may be occasional, we complete our analysis by studying the decision of the privatization of state-owned banks in each country.
For each regression, we report maximum-likelihood coefficient estimates and the p-value of the associated Wald X2 statistics. In addition, to aid interpretation of the estimates, we compute the odds ratios (the change in the probability of a bank privatization) for a one-standard-deviation increase in each independent variable. Finally, we provide the p-value of a likelihood-ratio test that all coefficients are jointly equal to zero to gauge the explanatory power of each regression. An advantage of our data panel is that we can pinpoint each country"s first privatization, which we deem the start of a privatization program.
When a government privatized its first bank, the natural question that arises is the length of time of this process. The general decision to start the privatization of state-owned enterprises differs from the decision to privatize a state-owned bank claimed political considerations. To estimate the determinants of the length of this process, we will use the hazard-rate duration model. We suppose that a country"s probability of exiting in each period is given by the following hazard rate:
h (t) = (probability of exiting between t and t+∆t) / (probability of exiting after t)
We will use the semi-parametric estimation Cox (1972) 
Where h 0 (t): is the baseline hazard function represents the value when all covariates are null. This baseline hazard is left unspecified as in the Cox (1972) model. X(t) = (X 1 ,…., X n )' represents the vector of covariate values. X 1 …., X n represent the economic, political and institutional factors that have a multiplicative effect on the hazard β = (β 1 ,…, β n )' represents vector of parameters (coefficients) which are estimated via partial maximum likelihood.
The matrix of covariates X consists of the same explanatory variables used in the logistic regression.
Among the classical forms of links (log-linear model, linear model, logistic model), we will adopt that of the logistics form. As in the regression of this form, we will consider the various countries in our sample have a choice between the privatization of state-owned banks or keep them under state ownership. However, we will model this decision a dynamic way in enabling countries to revisit the decision of each year until a bank is sold or our sample period terminates. However, this case represents a model of random right-censoring (conditional to X), because a country that has not yet privatized a bank the end of our sample period may still do so in the future. The duration model can explicitly incorporate censored observations.
A logit model seems to be best adopted to investigate the impact of explanatory variables on the likelihood of privatization (the government's decision to privatize a state-owned bank). The values calculated by logistic regression give us the probability of privatization. If an exogenous variable positively correlated with the endogenous variable, this means that the increase in the explanatory variable increases the triggering probability of privatization. We will apply the automated stepwise logistic regression allows us to keep only the best predictors of all the explanatory variables included in our model.
The dependent variable P is a dichotomous variable (ie a variable dammy d) which is equal to 1 if at least one operation of bank privatization has been completed and 0 otherwise.
PRIV = 1 if PRIV* > 0 PRIV = 0 if otherwise

The Data and Variables
Our empirical study focuses on the study of the impact of economic, political and institutional factors on the government"s decision to privatize a public bank. To do this, we selected a sample of 38 developed and developing countries over the period 1988 to 2011: 16 MENA countries namely: Egypt, Tunisia, Algeria, Morocco, Libya, Jordan, Lebanon, Saudi Arabia, Bahrain, Oman, Kuwait, Qatar, the United Arab Emirates, Yemen Iran and Israel, and 22 OECD countries namely Germany, Australia, Austria, Belgium, Denmark, Spain, Finland, France, Greece, Iceland, Ireland, Italy, Japan, Luxembourg, Norway, New Zealand, the Netherlands, Portugal, the United Kingdom, Sweden, Switzerland and Turkey.
In the following Statistiques mondiales.
Privatiaation (P) = 1 after privatization and 0 before. Privatization Barometer
World Bank: Privatization Database.
Empirical Results
We conducted the binary logistic regressions with R-statistics software, version 2.11.1 to explain the government"s decision to privatize a public bank (presence or absence of an event) as a function related to different economic, political and institutional variables using function glm with family = binomial option. Next, we estimate a duration model that explicitly considers that this decision may vary with changes in the economic and political environment over time.
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Results of Logistic Regressions for the MENA Countries
The following table presents the results of logistic regression panel data. It examines the decisions of governments in the MENA region to privatize a public bank including all independent variables. Note. Signif. codes: 0 "***" 0.001 "**" 0.01 "*" 0.05 "." 0.1 " " 1.
We note that from this table that summarizes the results of the study that there are some explanatory variables are statistically significant while others are not, and thereafter, they have no effect on our endogenous variable. To select the variables that have an impact on the government's decision to privatize a state-owned bank, we will treat statistically the collected data. To do this, we will use the automated stepwise logistic regression that eliminates automatically all non-significant independent variables in the model. To do this, we will use the automated stepwise logistic regression that eliminates automatically all non-significant independent variables in our model.
This regression had chosen among economic, political and institutional variables the smallest number of them that explain at best the variability of the government's decision to privatize a public bank. It enables us to keep only the variables that have a significant impact on our logistic regression, and then, it includes only in the model the variables that provide the best coefficients of determination. It gives us a model with the best performance, hence, the model has the lowest AIC (Akaike information criterion).
The initial model includes all explanatory variables related to political, economic and institutional factors and less good are then withdrawn until the withdrawal of a new variable significantly deteriorates the model. And then the procedure stops when there is no significant variable to select or insignificant variable to eliminate.
The AIC is a criterion for comparing models, often used to select the best model. The AIC criterion applies to estimated models by a maximum likelihood method. Our logistic regressions can enter in this context. The AIC is defined as: AIC = -2 log L + 2k, where L is the maximized likelihood and k the number of parameters in the model. With this criterion, the model deviance -2 log (L) is penalized by 2 times the number of parameters. AIC represents a compromise between the bias decreasing with the number of parameters, and parsimony, will describe the data with the smallest number of possible parameters. The rigor would like all compared models all derive from the same "comprehensive" Included in the list of the compared models. It is necessary to check that the conditions of use of the full model and the one selected are met. The best model is the one with the lowest AIC.
www Vol. 8, No. 4; Non-significant variables namely: ideological orientation of government (IO), government effectiveness (GS), debt crisis (DC), political stability (PS), le budget deficit (BD) and size of private banking sector (SPBS) are removed from the global model using the AIC. This procedure we bring to reduce the number of explanatory variables and combination of variables resulting in minimum AIC. Note. Signif. codes: 0 "***" 0.001 "**" 0.01 "*" 0.05 "." 0.1 " " 1.
Reading the table number 3 we find that all the estimated coefficients are statistically significant at the 0.001, 0.01, 0.05, 0.1 and 1. If the standard deviation tends to zero, in this case there is no autocorrelation between the explanatory variable and the dependent variable, which increases its relevance on the endogenous variable.
Regarding the variables related to economic factors, it should be noted is that the value taken by the coefficient of Market Capitalization (MC) is negative, and thus has a negative impact on the government"s decision to privatize a public bank, which means that more this variable is small, more the likelihood to privatize public banks by governments in the MENA region improves. The Systemic banking crisis (BC) variable negatively affects our endogenous variable, which means that less banking crises are triggered more governments are more likely to privatize public banks.
The non-performing loan variable (NPL) that we consider as a factor in measuring the quality of the banking sector is positively correlated with the government"s probability to privatize a state-owned bank in the MENA countries. This variable negatively affects the performance of banks, because a high level of receivables involves important burdens on banks which negatively affect their performance. This result affirms the conclusions of Clarke and Cull (2002) who suggest that NPL affect positively and significantly the probability of public bank privatization.
Among the economic determinants of privatization, it retains the macroeconomic variable gross domestic product (GDP). The value taken by this coefficient is negative and significant, therefore negatively and totally affects our dependent variable. More GDP increases in MENA countries, more government"s likelihood to privatize a state-owned bank decreases. As regards of gross national income per capita (GNI), it affects positively and significantly the probability of bank privatization.
Concerning the relationship between the government's decision to privatize a public bank and the different variables characterizing the political factors, the first thing that can be highlighted from the results is that democratic accountability (DA) positively affects our endogenous variable. The second point that can be seen is that the political risk (PR) and political instability (PI) negatively and significantly affect the probability of privatization, which means that more these two factors increases, more the probability of public bank privatization decreases.
The government stability (GS) has a negative and significant impact on the government"s decision to privatize a public bank. But this result contradicts the conclusions of the work of many authors such as Clarke and Cull www.ccsenet.org/ibr International Business Research Vol. 8, No. 4; , Bortolotti and Pinotti (2003) which reveal that the stability of the government has a positive and significant impact on the probability of privatization of public banks.
Turning to the variables that are related to institutional factors, it is reported that the regulatory Regulatory Quality (RQ), which captures perceptions of the ability of the government to formulate and implement sound policies and regulations that permit and promote private sector development, has a positive impact on our dependent variable. More the value of Regulatory Quality increases more the governments of countries in the MENA region tend to privatize public banks. The significance of this variable reflects that it has a total effect on the endogenous variable and it has a strong relevance on the latter because its standard deviation is close to zero.
Regarding the corruption index (CI), it negatively affects our endogenous variable. More corruption increases, more the probability of public bank privatization decreases. This result does not justify the assumption that the corruption and inefficiency are nonexistent (or less) in the private sector. Another exogenous variable related to institutional factors is the democracy index (DI) which is positively correlated with the dependent variable.
To express the degree of dependence and significant association between the different exogenous variables related to economic, political and institutional and the government's probability to privatize a public bank in MENA countries. We re-estimated our model another time with the odds ratio. In addition, odds ratios were calculated to facilitate the interpretation of the estimates (the variation in the probability of state-owned bank privatization) for an increase in a standard deviation of each independent variable. The odds ratio represents the relative variation of the instantaneous probability that a bank is privatized in year t, for a one-unit change in the independent variable. Our logistic regression with the odds ratio is estimated using Stata 11.The degree of predictability of various economic, political and institutional variables are presented in Table 4 . The privatization decision and the following three economic factors: gross national income per capita (GNI), gross domestic product (GDP) and market capitalization (MC), are linked together by an odds ratio equal to 1. Given that odds ratio equal to unity corresponds to the absence of effect, this indicates that there is no associations between these three economic factors and the government's decision to privatize a public bank. In the MENA countries, governments do not seem to use the privatization of banks as instruments to extend the size and liquidity of stock markets.
The remaining two economic factors are the banking crisis (BC) and non-performing loans (NPL), this means that banking crises (BC) decrease the probability of bank privatization of 79.74%. In this case, the government's decision to privatize a public bank has 5 times less likely to occur rather than do not to occur after banking crises. This indicates the existence of a weak association between this variable and the probability of bank privatization. While the second factor has an odds ratio upper to unit (1.093> 1), an increase in the standard deviation of non-performing loans (NPL) of a unit increases the likelihood of public banks privatization of 9.3%. Thereafter, the government's decision to privatize a public bank has 1,093 times more likely to occur. Overall, these results suggest that governments in the MENA region are more likely to privatize a public bank when the quality of the banking sector is bad.
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International Business Research Vol. 8, No. 4; Regarding the political and institutional characteristics, our data indicate that the democracy index (DI), the regulatory quality (RQ) and the democratic accountability (DA) have an odds ratio greater than unity. This indicates the existence of a beneficial effect between these three factors and the likelihood of state-owned bank privatization in so far as the more the factor"s odds-ratio is remote from the unit, the greater its effect on the probability of bank privatization is important.
However, in MENA countries, the democracy index (ID) and democratic accountability (DA), a significant determinant of state-owned bank privatization: a one-standard deviation in these two factor increases the likelihood of bank privatization respectively by 137.2% and 129.4% (the odds ratio are respectively 2.372 and 2.294). This is consistent with the hypothesis that a greater accountability to voters, by limiting the ability to extract political benefits from SOBs, should increase the likelihood of privatization.
On the contrary, a one-standard deviation in Political risk (PR) and Political instability (PI) decreases the likelihood of bank privatization respectively by 18.27% and 34.87% (the odds ratio are respectively 0.8173 and 0.6513). Also, same thing for Government Stability (GS) and Corruption Index (CI), a one-standard deviation in these two factor decreases the likelihood of bank privatization in the MENA countries respectively by 48.05% and 63.83% (the odds ratio are 0.5195 and 0.3617). The absence of a positive effect of the Government Stability (GS) on the public banks privatization and the existence of a negative relationship between them in MENA countries can be interpreted by a governmental stability which is characterized by dictatorship, tyranny, the impossibility of peaceful transfer of power, and the complete absence of any form of democracy, freedom and epidemics phenomena of corruption and nepotism.
Additionally, the regressions reveal significant relation between Regulatory Quality (RQ) and the probability of state-owned bank privatization: a one-standard deviation increase in the Regulatory Quality increases the likelihood of bank privatization by 4.9% (the odds ratio is 1.049). So there is a very weak association between this variable and the probability of bank privatization. More regulations that permit and promote private sector development are formulated and implemented by the governments of MENA countries, more their banks are likely to be privatized. Table 5 presents the results of logistic regression that model a government"s decision of OECD countries to privatize a state-owned bank including all independent variables. Note. Signif. codes: 0 "***" 0.001 "**" 0.01 "*" 0.05 "." 0.1 " " 1.
Results of Logistic Regressions for the OECD Countries
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Regarding the economic characteristics, our data indicate that the budget deficit (BD) and the debt crisis (DC) are important factors in a government's decision of OECD countries to privatize a state-owned bank. Consistent with our predictions, there is a significant positive relation the debt crisis (DC) and the likelihood of public bank privatization. In fact, a one-standard deviation increase in debt crisis more than triples the likelihood of bank privatization (the odds ratio is 2.88).
However, the budget deficit (BD) is a significant determinant of state-owned bank privatization: a one-standard deviation increase in the deficit increases the likelihood of bank privatization by 15.48% (the odds ratio is 1.154).
In addition, the regressions reveal no relationship between the following three variables: Market Capitalization (MC), size of a nation"s private banking sector (SPBS), Gross National Income (GNI) per capita and our dependent variable (the odds ratio is 1). Thereafter the absence of effect between them and the government"s decision to privatize a public bank. In the OCED countries, size of the private banking sector and Gross National Income does not appear to affect the likelihood of state-owned bank privatization. The governments of OECD countries do not seem to use the privatization of banks as instruments to expand the size and liquidity of stock markets.
The regressions also support our hypotheses regarding the effect of political variables. Our primary political variable, ideological orientation of government (IO) is positive and significant: a one-standard deviation increase in the Ideological orientation increases the likelihood of bank privatization by 44 % (the odds ratio is 1.44). Right-wing governments (conservative, Christian democratic or rightist parties) increase the likelihood of privatization of public banks in so far as the right-wing governments are supposed to promote less state involvement in the financial sector and promote the reduction of its intervention. on the other side, the left-wing governments (communist, socialist, or leftist parties) that exert more state control Also, our secondary political variable, government Stability (GS) is an important factor in a government"s decision to privatize state-owned bank, it is negative and significant: a one-standard deviation increase in the government Stability (GS) decreases the likelihood of bank privatization by 26.05% % (the odds ratio is 0.7395). This can be explained by the fact that the inability of a government right to remain in power affects its ability to complete its privatization program declared.
Determinants of the Timing of State-Owned Bank Privatization
In addition to investigate the determinants of a country"s decision to privatize a public bank, it is also important to identify the timing of this decision. To examine the factors impacting the decision to begin the privatization of state-owned banks, we will estimate a duration model with time-varying variable as covariates. We provide a specification of the Cox (1972) duration model. We report hazard ratios instead of coefficients because they are easier to interpret. Each ratio measures how much the hazard (i.e., the instantaneous risk of exiting) increases for a unit change in the covariate. Hazard ratios greater (less) than one imply that the covariate increases (decreases) www.ccsenet.org/ibr International Business Research Vol. 8, No. 4; 2015 the probability of exit. Table 7 presents the results of duration models measuring determinants of the time until a country"s first bank privatization estimated using the maximum partial likelihood (Cox, 1972) for the MENA region using stata 11 software. We find that MENA countries whose banks are less efficient, and whose public officials are more accountable to the people privatize state-owned banks faster (more democratic accountability (DA) and whose governments are more likely to formulate and implement policies and regulations that promote private sector development (more regulatory quality (QR) privatize public banks faster. We also find that countries with less political risk (PR), more government Stability (GS), less corruption (CI), less political instability (PI), more banking crises (BC) privatize state-owned banks faster.
For example, duration model shows that the hazard ratio associated with the political instability index (PI) is 0.27. This suggests that a unit (100%) increase in political instability index reduces the probability of bank privatization (in any given year) by 73%. Similarly, a 10% increase in this variable would reduce the probability by 7.3%. Table 8 presents the results of duration models measuring determinants of the time until a country"s first bank privatization estimated using the maximum partial likelihood (Cox, 1972) for the OECD countries using stata 11 software. Vol. 8, No. 4; We find that OECD countries whose governments belonging to right-wing parties, and more debt deficit (DF) privatize public banks faster. We also find that countries with less corruption (CI), less political instability (PI), less debt crises (BC) privatize state-owned banks faster.
For example, duration model shows that the hazard ratio associated with the debt crises (DC) is 1.96. This suggests that a unit (100%) increase in debt crises variable increases the probability of bank privatization (in any given year) by 96%.
Conclusion
This paper examines how political, institutional, and economic factors are related to a country"s decision to privatize state-owned banks, and the various factors that affect whether and when governments decide to privatize a public bank.
Through the use of comprehensive data on privatization in the 38 OECD and MENA countries from 1988 to 2011. We find that the economic, political and institutional factors have a significant influence on the government"s decision to privatize state-owned banks. The most important influences on the decision of a government to privatize a public bank in MENA countries relate to institutional political conditions, and the quality of the banking sector of the country. We also find that the privatization of public banks is more likely when banks are less efficient (are lower quality) and possess the highest non-performing loans (NPL).
Also, the data suggest that in the MENA region, the political characteristics are important in determining whether a country can privatize public banks. Specifically, countries that are politically unstable and more risky are less likely to privatize their state-owned banks. While countries that have greater accountability to voters and a good quality of regulation are more likely to privatize their state-owned banks. Again, countries that are more corrupt and have more stable governments are less likely to privatize public banks.
In contrast, political variables do not appear to be important determinants of privatization of public banks in OECD countries. Instead of these factors, it seems that other types of variables (e. g., economic variables such as the quality of the banking sector) influence the decision of the governments of OECD countries to privatize public banks.
These results are consistent with our assertion that different constraints on privatization are mandatory in all countries in MENA and OECD. Our results are robust to different estimation methods and alternative specifications of independent variables. Overall, this study contributes to the growing literature that examines how economic, political and institutional factors affecting capital markets and financial decisions.
